
Member NYSE|FINRA|SIPC

February 6, 2020

Financial Review and Capital Funding Strategies

Madison County, Virginia

DRAFT ðWORKING PAPERS ðFOR DISCUSSION PURPOSES ONLY



Goals and Objectives

ÁDavenport & Company LLC (òDavenportó) serves as Financial Advisor to Counties, Cities, and other 

governmental entities across Virginia, the region, and nationally.

ÁDavenport was asked to prepare a Comprehensive Financial Review for Madison County as it plans for 

the impact of generational capital projects.

ÁGoals and Objectives of the Financial Review include:

ñBetter understand the County from a Management and Financial perspective;

ñPresent a Peer Comparative Analysis;

ñReview Financial Policy Guidelines;

ñPrepare an initial Capital Funding Analysis taking into account County identified School and E911 

Radio Projects; and 

ñProvide recommendations on updates/enhancements to existing Financial Policy Guidelines (to 

come).
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A. Peer Comparatives 

Madison County, Virginia
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Moody's 

Investors 

Service

Standard & 

Poor's

Fitch Ratings

Aaa AAA AAA

 Aa1  AA+  AA+ 

 Aa2  AA  AA 

 Aa3  AA-  AA- 

 A1  A+  A+ 

 A2  A  A 

 A3  A-  A- 

 Baa1  BBB+  BBB+ 

 Baa2  BBB  BBB 

 Baa3  BBB-  BBB- 

 Non Investment Grade   Non Investment Grade  

Peer Group Overview
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Peer Group Introduction

ÁCurrently, the County has no issuer ratings from Moodyõs, 

Standard and Poorõs, or Fitch. 

ÁThe following pages contain peer comparatives based on 

the below Moodyõs rating categories. 

ïNational Counties

ïAaaõs112 Credits

ïAaõs579 Credits

ïAõs 159 Credits

ïVirginia Counties

ïAaaõs11 Credits

ïAaõs27 Credits

ïAõs 2 Credits

ÁThe data shown in the peer comparatives is from Moodyõs 

Municipal Financial and Ratio Analysis database. The 

figures shown are derived from the most recent financial 

statement available as of December 2018.

February 6, 2020

Moody's: Virginia Rating Peers

Aaa

Albemarle County, VA Goochland County, VA Loudoun County, VA

Arlington County, VA Hanover County, VA Prince William County, VA

Chesterfield County, VA Henrico County, VA Stafford County, VA

Fairfax County, VA James City County, VA

Aa

Appomattox County, VA Henry County, VA Pulaski County, VA

Caroline County, VA Isle of Wight County, VA Roanoke County, VA

Carroll County, VA King George County, VA Rockingham County, VA

Culpeper County, VA Montgomery County, VA Spotsylvania County, VA

Dinwiddie County, VA Northumberland County, VA Warren County, VA

Fauquier County, VA Orange County, VA Washington County, VA

Fluvanna County, VA Pittsylvania County, VA Westmoreland County, VA

Franklin County, VA Powhatan County, VA Wise County, VA

Frederick County, VA Prince George County, VA York County, VA

A

Patrick County, VA Smyth County, VA

Source: Moodyõs MFRA.
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What are the Key Drivers to a Credit Rating?

Moodyõs Quantitative Scoring Factors 

ÁOn January 15, 2014, Moodyõs updated its US Local Governments General Obligation Debt methodology and 

assumptions. Under the methodology, an initial indicative rating is calculated from a weighted average of four 

key factors. òBelow the lineó qualitative adjustments can be made after the initial indicative rating.

US Local Governments General Obligation Debt Methodology

1 Economy / Tax Base 30%

Tax Base Size (Full Value) 10%

Full Value Per Capita 10%

Wealth (Median Family Income) 10%

2 Finances 30%

Fund Balance (% of Revenues) 10%

Fund Balance Trend (5-Year Change) 5%

Cash Balance (% of Revenues) 10%

Cash Balance Trend (5-Year Change) 5%

3 Management 20%

Institutional Framework 10%

Operating History 10%

4 Debt / Pensions 20%

Debt to Full Value 5%

Debt to Revenue 5%

Moody's Adjusted Net Pension Liability (3-Year Average) to Full Value 5%

Moody's Adjusted Net Pension Liability (3-Year Average) to Revenue 5%
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What are the Key Drivers to a Credit Rating?

Standard & Poorõs Quantitative Scoring Factors 

ÁStandard & Poorõs US Local Governments General Obligation Ratings methodology and assumptions utilizes an 

initial indicative rating is calculated from a weighted average of seven key factors.

ÁUp to a one-notch adjustment can be made from the indicative rating based on other qualitative factors

US Local Governments General Obligation Ratings Methodology

1. Economy 30%

Total Market Value Per Capita

Projected per capita effective buying income as a % of US 

2. Management 20%

Impact of management conditions on the likelihood of repayment

3. Budgetary Flexibility 10%

Available Fund Balance as a % of Expenditures

4. Budgetary Performance 10%

Total Government Funds Net Result (%)

General Fund Net Revenue

5. Liquidity 10%

Total Gov't Available Cash as a % of Total Gov't Funds Debt Service

Total Gov't Cash as a % of Total Gov't Funds Expenditures

6. Debt and Contingent Liabilit ies 10%

Net Direct Debt as a % of Total Governmental Funds Revenue

Total Governmental Funds Debt Service as a % of Total 

7. Inst itut ional Framework 10%

Legal and practical environment in which the local gov't operates

Combined 30%
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Population

ÁTheCountyõspopulationhas remainedsteadyover the past decade.

Madison County, VA

Source: Madison County data based on Weldon Cooper Center estimates as of July 1 of each year. National median data from MoodyõsMFRA.



Comparative Real Estate Tax Rates ï2014 vs. 2020

8

Culpeper County -

$0.83 / $0.62

Madison County -

$0.68 / $0.70

Orange County ð

$0.804 / $0.804

Rappahannock County -

$0.61 / $0.67

Greene County-

$0.72 / $0.82

Page County-

$0.64 / $0.73

Rockingham County-

$0.64 / $0.74 

February 6, 2020 Madison County, VA

Source:

FY 2020 Madison County Tax Rate from FY 2020 Budget Real Estate Tax Rate Public Hearing Notice. FY 2014 Madison County Tax Rate from past CAFRs.

Peer FY 2020 Tax Rates from 2020 Adopted Budgets and County Websites. Peer FY 2014 Tax Rates from past Adopted Budgets and CAFRs.

Culpeper County FY 2020 Tax Rate of $0.83 consists of a base rate ($0.53 per $100 of AV) plus a rate dedicated to fire & rescue ($0.09 per $100 of AV).

Culpeper County FY 2014 Tax Rate of $0.83 consists of a base rate ($0.75 per $100 of AV) plus a rate dedicated to fire & rescue ($0.08 per $100 of AV).
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Source: 2019 CAFR and FY 2020 Budget Real Estate Tax Rate Public Hearing Notice.

ÁThe increasesin the Real Estate Taxrate in the 2010 to 2012 time period were likely driven by the need to

offset decreasesin AssessedValuesdrivenby the GreatRecession.

ÁTheCountylast increasedits Real Estate TaxRate in FY2020, from $0.68 to $0.70 in concert with the last

reassessment.
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Assessed Value

ÁThe CountyõsAssessedValue is slightly below the National ôAõaverage and in line with the Virginia ôAõ

average.

ÁAfter declines in AssessedValuesin the 2010 to 2012 time period, AssessedValuehas grown,on average,

by 1.2%per yearbetween2014 and 2019.

February 6, 2020

Source: 2019 CAFR, Moodyõs MFRA.

Madison County, VA
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Assessed Value per Capita

ÁTheCountyõsAssessedValueper Capitais strongand is aboveôAõandôAaõMedians.

February 6, 2020

Sources: 

Madison County ratios calculated by dividing Assessed Values from FY 2019 CAFR by annual population as estimated by the Weldon Cooper Center.                                

National median data from Moodyõs MFRA.

Madison County, VA



B. General Fund Financial Overview

Madison County, Virginia
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General Fund Financial Overview

ÁBased on audited financial information, the County has managed its finances responsibly during the 

last 5 fiscal years (i.e. FY 2015 to FY 2019).

ÁGeneral Fund revenues are up, in aggregate, roughly 10% over this time period. This translates to an 

average annual growth of approximately 2.6% per year.

ÁGeneral Fund expenditures have grown ðon average ðapproximately 2.0% per year during the 

same time period.  This pace of growth is roughly in line with inflation.

ÁThe General Fund has a history of producing annual surpluses during this time period.

ÁHowever, because revenue growth has not been materially above the inflationary increase in 

expenditures, there has been no margin to keep pace with increasing operating demands/mandates 

especially as revenues from the Commonwealth have declined.  

Madison County, VAFebruary 6, 2020
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General Fund Financial Overview (cont.)

ÁUnassigned Fund Balance, which is arguably the most important measurement of a Countyõs 

financial strength, has remained solid during this time period.

ïThe County has maintained compliance with its Unassigned Fund Balance Policy (18% of 

General Fund / School Board Budget).

ÁThe Countyõs strong fund balance levels provide a margin of safety against unforeseen 

economic/financial risks and is a financial strength.

ÁIt appears that the County has made limited investments in its capital infrastructure and 

maintenance in recent years.

ÁThis limited investment had lead to a back-log of capital needs that will need to be addressed in the 

near future (i.e. E911, Schools, County Facilities, Rolling Stock, etc.).

Madison County, VAFebruary 6, 2020
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General Fund Financial Overview (cont.)

ÁThis capital back-log is a liability that will need to be addressed in a methodical and financially 

responsible manner if Madison County is going to continue to maintain a strong financial profile.

ÁThese capital needs also need to be balanced with increasing expenditure requirements related to 

Public Safety, Social Services, and other operating cost pressures.  

ÁThe Capital Funding Analysis contained herein is designed to begin better balancing the need to 

maintain strong Fund Balance and annual cash-flow with the need to invest in and maintain the 

Countyõs critical infrastructure.  

ÁòAlthough the consequences of deferring capital maintenance and investment may not be 

immediate, declining asset quality risks increasing the likelihood of catastrophic failures that would 

be detrimental to public safety and result in much higher replacement costs. Underinvestment in 

infrastructure can also cap a regionõs growth potential, making an area less attractive to residents 

and new businesses and further reducing a governmentõs long-term capacity to make necessary 

investments.óðMoodyõs, 2018

Madison County, VAFebruary 6, 2020



2015 Audited 2016 Audited 2017 Audited 2018 Audited 2019 Audited 5-Yr CAGR

1 Revenues

2 General property taxes $14,916,195 $14,939,437 $15,282,378 $15,552,344 $16,816,639

3 Other local taxes 2,539,175              2,598,050              2,725,666               2,753,993              2,908,615               

4 Permits, fees, and licenses 176,783                  212,473                  222,790                  188,292                  262,981                   

5 Fines and forfeitures 218,303                  170,894                  170,298                  182,666                  159,000                   

6 Use of money and property 106,236                  115,497                  131,991                  163,658                  239,955                   

7 Charges for services 619,980                  647,431                  490,125                  537,275                  566,340                   

8 Miscellaneous 290,340                  386,279                  308,067                  350,384                  724,702                   

9 Commonwealth 5,831,229              6,007,308              5,995,263               5,299,270              5,326,005               

10 Federal 912,047                  1,030,244              1,231,705               1,253,902              1,337,116               

11 Total revenues $25,610,288 $26,107,613 $26,558,283 $26,281,784 $28,341,353 2.57%

12 3.4% 1.9% 1.7% -1.1% 7.3%

13 Expenditures

14 General government $1,298,574 $1,328,466 $1,352,710 $1,489,090 $1,574,914

15 Judicial administration 819,898                  848,738                  918,656                  918,471                  899,824                   

16 Public safety 5,465,454              5,506,166              5,609,963               6,167,216              6,443,324               

17 Public works 1,025,561              950,854                  946,045                  921,347                  1,132,134               

18 Health and welfare 4,950,311              5,582,522              5,900,655               4,692,827              4,881,655               

19 Education 8,435,774              8,276,550              8,209,412               8,888,750              8,986,373               

20 Parks, recreation, and culture 420,701                  476,491                  356,465                  361,640                  454,131                   

21 Community development 595,144                  535,745                  544,945                  631,453                  569,985                   

22 Nondepartmental 5,584                       1,116                       64,096                     702                           5,911                        

23 Debt Service:

24 Principal retirement 1,069,491              1,086,042              1,103,170               3,181,768              1,241,178               

25 Interest and other fiscal charges 307,924                  297,873                  284,088                  269,466                  247,483                   

26 Total expenditures $24,394,416 $24,890,563 $25,290,205 $27,522,730 $26,436,912 2.03%

27 2.5% 2.0% 1.6% 8.1% -4.1%

28 Revenues over (under) expenditures $1,215,872 $1,217,050 $1,268,078 ($1,240,946) $1,904,441

29

30 Other Sources (Uses)

31 Issuance of long-term debt $0 $0 $0 $2,028,000 $0

32 Issuance of capital lease -                                  -                                  -                                  126,126                  -                                   

33 Transfers in -                                  -                                  31,106                     108,195                   

34 Transfers out -                                  -                                  (38,000)                    -                                   

35 Total other sources (uses) $0 $0 ($6,894) $2,154,126 $108,195

36

37 Change in Fund Balance $1,215,872 $1,217,050 $1,261,184 $913,180 $2,012,636

38

39 Fund Balance Beginning $9,883,638 $11,099,510 $12,316,560 $13,577,744 $14,490,924

40 Fund Balance Ending 11,099,510           12,316,560           13,577,744            14,490,924           16,503,560            

16

Operating Overview | General Fund

February 6, 2020

Source: 2015-2019 CAFRs.

Madison County, VA

5 consecutive 

years of General 

Fund surpluses.
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General Fund Revenues ïBudgeted vs. Actual

February 6, 2020 Madison County, VA

ÁThe County appears to manage its budgeted revenues responsibly. In 4 of the past 5 years, the County generated more 

revenue than what was initially budgeted. 

Source: 2015-2019 CAFRs.

2015 2016 2017 2018 2019

Budgeted Revenue* $24,448,971 $25,162,375 $25,771,066 $26,782,770 $26,881,190

Actual Revenue 25,610,288 26,107,613 26,558,283 26,281,784 28,341,353

Variance $1,161,317 $945,238 $787,217 ($500,986) $1,460,163

*Note:  Graphics above compare Actual Revenues versus Original Budget, not Amended Budget. Original Budget and Actual figures are from Exhibit 7 of annual CAFRs. 



2015 2016 2017 2018 2019

Budgeted Expenditures* $24,198,971 $25,287,375 $25,830,347 $27,400,437 $27,623,195

Actual Expenditures 24,394,416 24,890,563 25,290,205 27,522,730 26,436,912

Variance ($195,445) $396,812 $540,142 ($122,293) $1,186,283
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General Fund Expenditures ïBudgeted vs. Actual

February 6, 2020

Source: 2015-2019 CAFRs.

Madison County, VA

ÁThe County appears to manage its budgeted expenditures responsibly. In 3 of the past 5 years, the County incurred fewer 

expenses than initially budgeted. 

*Note: Graphics above compare Actual Expenditures versus Original Budget, not Amended Budget. Original Budget and Actual figures are from Exhibit 7 of annual CAFRs. 
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2015 10,819,805  25,610,288 18,617,919 (8,324,386) 35,903,821 30%

2016 11,842,493  26,107,613 18,970,635 (8,273,550) 36,804,698 32%

2017 12,714,213  26,558,283 19,393,593 (8,205,887) 37,745,989 34%

2018 10,128,246  26,281,784 20,199,520 (8,700,633) 37,780,671 27%

2019 10,969,922  28,341,353 19,894,244 (8,528,378) 39,707,219 28%
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General Fund Unassigned Fund Balance

ÁUnassigned Fund Balance is arguably the most important metric when assessing a local governmentõs financial strength.

ÁThe County has historically complied with its Unassigned Fund Balance Policy: 

ïòThe Unassigned General Fund balance at the close of each fiscal year should be equal to no less than 14% of the County's total General 

Fund budget (including the School Boardõs operating budget less transfers from the General Fund). Further, an additional 4% should be 

available for cash liquidity purposes resulting in a total target amount of 18% of the General Fund budget (including the School Boardõs 

operating budget less transfers from the General Fund).ó

February 6, 2020 Madison County, VA

Source: 2015-2019 CAFRs.



Il lustrated Based Upon Moody's Methodology

2015 2016 2017 2018 2019

1 General Fund Budget

2 Revenues $25,610,288 $26,107,613 $26,558,283 $26,281,784 $28,341,353

3

4 General Fund Balance

5 Nonspendable/Restricted $61,080 $152,906 $174,127 $372,817 $339,051

6 Committed 32,748                81,863                253,814             192,019             298,107             

7 Assigned 185,877             239,298             435,590             3,797,842         4,896,480         

8 Unassigned 10,819,805       11,842,493       12,714,213       10,128,246       10,969,922       

9 Total $11,099,510 $12,316,560 $13,577,744 $14,490,924 $16,503,560

10

11 Rating Agency Available
1

$11,038,430 $12,163,654 $13,403,617 $14,118,107 $16,164,509

12

13 General Fund Balance Ratios

14 Unassigned as a % of Revenues 42.2% 45.4% 47.9% 38.5% 38.7%

15 Rating Agency Available as a % of Revenues 43.1% 46.6% 50.5% 53.7% 57.0%

16 Total General Fund Balance as a % of Revenues 43.3% 47.2% 51.1% 55.1% 58.2%
1
 Includes Committed, Assigned, and Unassigned Fund Balances.
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General Fund Balance ïMoodyôs Methodology

ÁHistorically, the County has demonstrated healthy reserve 

levels, as shown here using the Moodyõs methodology.  

ÁThe County may want to consider enhancing its formal fund 

balance policy(s). 

ÁThe County may want to evaluate any potential fund balance 

policy in conjunction with a balanced CIP funding approach 

(i.e. pay-go vs debt). 

Source: 2015-2019 CAFRs.

Madison County, VA
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Unassigned Fund Balance ïMoodyôs Methodology

ÁThe Countyõs Unassigned Fund Balance as a percent of General Fund Revenues is above the State and 

National medians.

Source: 2019 CAFR, Moodyõs MFRA.

February 6, 2020 Madison County, VA
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